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to be distributed to him, the bene-
ficiary in computing the tax attrib-
utable to section 666 amounts for each 
of the preceding taxable years, must 
include in his gross income for each 
such year the section 666 amounts 
deemed distributed to him in such year 
resulting from prior accumulation dis-
tributions made to him in taxable 
years prior to the current taxable year. 
These section 666 amounts resulting 
from such prior accumulation distribu-
tions must be included in the gross in-
come for such preceding taxable year 
even though the tax on the accumula-
tion distribution of such prior taxable 
year was computed by the short-cut 
throwback method provided in section 
669(a)(1)(B) and § 1.669(a)–4. 

[T.D. 6989, 34 FR 739, Jan. 17, 1969]

§ 1.669(a)–4 Tax attributable to short-
cut throwback method. 

(a) Manner of computing tax. If a bene-
ficiary has elected under section 669(a) 
to compute the tax on the amounts 
deemed distributed under section 666 
by the short-cut throwback method 
provided in section 669(a)(1)(B), the tax 
liability of the beneficiary for the tax-
able year is computed in the following 
manner: 

(1) First, determine the number of 
preceding taxable years of the trust, on 
the last day of which an amount is 
deemed under section 666(a) to have 
been distributed. In any case where 
there has been a prior accumulation 
distribution with respect to which the 
beneficiary has elected to compute his 
tax either by the exact throwback 
method or by the short-cut throwback 
method, or to which the next to the 
last sentence of section 668(a) has ap-
plied, for purposes of an election to use 
the short-cut throwback method with 
respect to a subsequent accumulation 
distribution, in determining the num-
ber of preceding taxable years of the 
trust with respect to which an amount 
of the subsequent accumulation dis-
tribution is deemed distributed to a 
beneficiary under section 666(a), there 
shall be excluded any preceding taxable 
year during which any part of the prior 
accumulation distribution was deemed 
distributed to the beneficiary. For ex-
ample, assume that an accumulation 
distribution of $90,000 made to a bene-

ficiary in 1963 is deemed distributed in 
the amounts of $25,000 in each of the 
years 1962, 1961, and 1960, and in the 
amount of $15,000 in 1959, and a subse-
quent accumulation distribution of 
$85,000 made to the same beneficiary in 
1964 is deemed distributed in the 
amount of $10,000 during 1959, and 
$25,000 during each of the years 1958, 
1957, and 1956. The accumulation dis-
tribution made in 1963 is deemed dis-
tributed in 4 preceding taxable years of 
the trust (1962, 1961, 1960, and 1959). In-
asmuch as the year 1959 was a year dur-
ing which part of the 1963 accumula-
tion distribution was deemed distrib-
uted, for purposes of determining the 
number of preceding taxable years in 
which the accumulation distribution of 
$85,000 made in 1964 is deemed distrib-
uted, the year 1959 is excluded and the 
$85,000 accumulation distribution is 
deemed distributed in three preceding 
taxable years (1958, 1957, and 1956), 

(2) Second, divide the number of pre-
ceding taxable years of the trust, on 
the last day of which an amount is 
deemed under section 666(a) to have 
been distributed (determined as pro-
vided in subparagraph (1) of this para-
graph) into the amount (representing 
an accumulation distribution made by 
a foreign trust created by a U.S. per-
son) required to be included under sec-
tion 669(a) in the gross income of the 
beneficiary for the taxable year, 

(3) Third, compute the tax of the ben-
eficiary for the current taxable year 
(the year in which the accumulation 
distribution is paid, credited, or re-
quired to be distributed to him) and for 
each of the 2 taxable years imme-
diately preceding such year, 

(i) With the inclusion in gross income 
of the beneficiary for each of such 3 
years of the amount determined under 
subparagraph (2) of this paragraph, and 

(ii) Without such inclusion. 
The difference between the amount of 
tax computed under subdivision (i) of 
this subparagraph for each year and 
the amount computed under subdivi-
sion (ii) of this subparagraph for that 
year is the additional tax resulting 
from the inclusion in gross income for 
that year of the amount determined 
under subparagraph (2) of this para-
graph. If the number of preceding tax-
able years of the trust, on the last day 
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of which an amount is deemed under 
section 666(a) to have been distributed, 
is less than three, the taxable years of 
the beneficiary for which this recompu-
tation is made shall equal the number 
of years in which an amount is deemed 
under section 666(a) to have been dis-
tributed, commencing with the taxable 
year of the beneficiary in which the ac-
cumulation distribution is paid, cred-
ited, or required to be distributed to 
him. If the beneficiary was not alive 
during one of the two taxable years im-
mediately preceding the taxable year, 
the tax resulting from the inclusion of 
the amount determined in subpara-
graph (2) of this paragraph in the gross 
income of the beneficiary will be com-
puted only for the taxable year in 
which the accumulation distribution 
was paid, credited, or required to be 
distributed to him and the preceding 
year during which the beneficiary was 
alive. In the event the beneficiary was 
not alive during either of the 2 years 
immediately preceding the taxable 
year in which the accumulation dis-
tribution was paid, credited, or re-
quired to be distributed, the tax shall 
be computed on the basis of the bene-
ficiary’s taxable year without regard to 
the inclusion in income required by 
section 668(a) of any amount other 
than pursuant to section 669(a)(1)(B). 
For example, assume that a foreign 
trust created by a U.S. person accumu-
lates $3,000 of income in 1964 and $7,000 
in 1963 and then distributes the accu-
mulated income on January 1, 1965, to 
a beneficiary who is a U.S. person. The 
limitation on tax is determined by re-
computing the beneficiary’s gross in-
come for 1964 and 1965 by adding $5,000 
to his gross income for each year. If 
the same distribution were made to an 
infant who was born in 1965, the limita-
tion on tax would be computed by add-
ing $5,000 to his gross income for such 
year. In the case of the infant, the re-
sulting increase in tax would be multi-
plied by two to arrive at the limitation 
on the increase in his tax for 1965 at-
tributable to such distribution. 

(4) Fourth, add the additional taxes 
resulting from the application of sub-
paragraph (3) of this paragraph for the 
taxable year and the 2 taxable years (or 
the 1 taxable year, where applicable) 
immediately preceding the year in 

which the accumulation distribution is 
paid, credited, or required to be distrib-
uted and then divide this amount by 
three (or two, where applicable). The 
resulting amount is then multiplied by 
the number of preceding taxable years 
of the trust on the last day of which an 
amount is deemed under section 666(a) 
to have been distributed (previously de-
termined under subparagraph (1) of this 
paragraph). The resulting amount is 
the tax, under the short-cut throwback 
method provided in section 669(a)(1)(B), 
which is attributable to the amounts 
treated under section 668(a) as having 
been received by the beneficiary from a 
foreign trust created by a U.S. person 
on the last day of the preceding taxable 
year. 

(5) Fifth, add the amount determined 
under subparagraph (4) of this para-
graph to the beneficiary’s tax for the 
taxable year in which the accumula-
tion distribution was paid, credited, or 
required to be distributed to him, com-
puted without inclusion of the accumu-
lation distribution in gross income for 
that year. The total is the beneficiary’s 
income tax for such year. 

(b) Credit for tax paid by trust. The in-
come taxes deemed distributed to a 
beneficiary in the manner described in 
paragraphs (c) and (d) of § 1.669(a)–2 are 
included in the beneficiary’s gross in-
come for purposes of the computations 
required by this section. To the extent 
provided in § 1.669(a)–2, credits for such 
taxes are allowable to the beneficiary. 
In the computations under the short-
cut throwback method provided in sec-
tion 669(a)(1)(B), the rules set forth in 
section 662(b) and § 1.662(b)–1 shall be 
applied in determining the character, 
in the hands of the beneficiary, of the 
amounts, including taxes includible in 
the distribution or deemed distributed, 
treated as received by a beneficiary in 
prior taxable years. For example, if 
one-fifth of such amounts represents 
tax-free income, then one-fifth of the 
amount determined under paragraph 
(a)(2) of this section shall be treated as 
tax-free income. 

[T.D. 6989, 34 FR 739, Jan. 17, 1969]

§ 1.669(b)–1 Information requirements. 
The election of a beneficiary who is a 

U.S. person to apply the limitations on 
tax provided in section 669(a) shall not 
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